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FROM: Lawrence V. Robertson, Jr. FaxNo. 520-747-1550

1v rEs s AG1=; - . Please place a copy of the enclosed letter and Appendices "A" through "D" in
Siting Cornmiitee Case Nos. 112, 113 and 118. Thank you for your assistance.
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Client/Matter Name: SWPG/Toltcc
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Total Number of Pages: 19 (including facsimile cover sheet)
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William A. Mundeil, Chairman
Arizona Corporation Commission
1200 West Washington
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Re: Toltec Power Station, LLC
Docket Nos. L-00000Y-01 -01 12
and L-00000Y-01-0113
(Case Nos. 112 and 113)

<3
Q

Bowie Power Station, LLC
Docket No. L-00000Y-01-0118
(Case No. 118)

Dear Chairman Blundell:

This letter is written on behalfotISouthwestem Power Group II, LLC ("SWPG") in response to your
correspondence of April 10, 2002 to me in my capacity as counsel for Toltec Power Station, LLC
("Toltec") and Bowie Power Station, LLC ("Bowie") in the above-captioned proceedings before the
Arizona Power Plant and Transmission Line Siting Committee ("Siting Committee") and the
Commission. In preparing the same, I have drawn upon in fomation provided to me by SWPG and
conversations with several of its employees and owners.



QPR'-11:3-£21164 1 1 1 5 6 l"RUi*l lvIUI\ :I-< LHHlJlA11 LK» I ' " . L . L . I U J.r:>l41¢.Jof-uac>¢+f4 r'.c:..v.L:

mm

William A. Mundell, Chairman
April 18, 2002
Page 2

DISCUSSION OF REQUESTED INFORMATION

Appendix "A" ro this letter is a copy off diagram which depicts the ovemership structure of SWPG
as of lune 13, 2001. That diagram was prepared by an independent Certified Public Accountant who
was assisting SWPG at that time in connection with the development of internal project cost
allocation procedures and accounting programs. As you will note, 100% of the ownership interest
in SWPG at that time was held by three entities, namely: Papago Power Dev. LLC (8.75%), MMR
Power Group, LLC (8 l ,25%) andMarco Power Group, LLC (l0%). In turn, SWPG owned 100%
of both the Toltec and Bowie projects. In December, 2001, MMR Power Group, LLC acquired the
ownership interest of Marco Power Group, LLC; and SWPG has since been owned by Papago Power
Dev., LLC (8.75%) and MMR Power Group, LLC (91.25%), respectively.

Appendix "B" ro this letter is a copy of pages 6 and 7 from a Confidential Private Placement
Memorandum which was prepared and distributed by BNP Paribas in June, 2001 , in connection with'
preliminary financing activities relating to several merchant power plant projects SWPG was
involved with at dirt point in time. As you will note, those pages describe SWPG's ownership and
history, including the make-up of Papago Power Dev., LLC, Marco Power Group, LLC arid MMR
Power Group, LLC, respectively.

Wide further reference to the second paragraph of your letter, Appendix "C" to this letter contains
a list of the names and business affiliations of the individuals used by Toltec and Bowie as witnesses
in Case Nos. 112, 113 and 118. With the exception of Tom Wray, none of these individuals or their
employers has/have an ownership interest in SWPG at present, nor did they at any time during the
proceedings before the Siting Committee and the Commission. With regard to Mr. Wray, he
specifically disclosed his ownership interest in SWPG during Cao No. 118 [Tr. 75, L.l3-Tr. 76,
L.l5]; and in both the Toltec and Bowie proceedings he testified as die policy witness for the
Applicant with an obvious interest in a successiiil outcome' Copies of the cited transcript pages are
enclosed as Appendix "D."

Wide continued reference to the second paragraph of your letter and Garlyn Bergdale, at one time
WGP Consultants II had an ownership interest in SWPG that was sold to MMR Power Group, LLC
in early January, 2001 .2 In that regard, the Commission's records will reflect that the App1ieation(s)
for a Certificate of Environmental Compatibility were filed on March 2, 2001 (Case No. 112), April
16, 2001 (Case No. 113) and July 27, 2001 (Case No. 118).

Also, see Tr. 65, 1. 16- Tr. 75, I. 12 in Case No. 118 where Mr. Wray described SWPG
and several approaches to project financing it was considering.

2 Mr. Bergdale we a member of WGP Consultants II, LLC.

I
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William A. Mundell, Chairman
April 18, 2002
Page 3
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With reference to the third paragraph of your letter, the owners of SWPG have searched the
company's records in both its Phoenix and Louisiana offices, and have not found either an original
or a copy of the referenced document among the corporate records. Also, they do not recall the
occurrence of such a meeting at that point in time. During the search in the Phoenix office, they did
find evidence of several documents having been taken from their customary placement in the
company's records, and believe that evidence and the unsigned "concerned citizen" letter are related
to a former employee of SWPG who was unhappy over a recent termination of employment. In any
event, they do not have an original document or a copy against which to compare the purported copy
of minutes from a Febniary 21, 2001 meeting of the members of SWTG. Moreover, the ownership
information contained in that document appears to be at variance with that reflected in both
Appendices "A" and "B" to this letter, and the aforementioned sale of WGP Consultants ITs
ownership interest in January, 2001.

PERTINENT OBSERVATIONS

SWPG believes there
request.

are several observations which should also be made with regard to your

First, SWPG does not believe the phrae "conflict of interest" is applicable to a situation M which
a witness has an actual or prospective ownership interest in a proposed project on whose behalf that
witness is offering testimony. That phrase might be applicable to one who decides whether a
particular permit is to be issued or a proposal approved. However, a witness is not the decision
maker in such circumstances, and in Case Nos. 112, 113 and 118 that role was performed by the
Siting Committee and the Commission. Moreover, if the testimony is given under oath, as was the
situation for each of the Applicant's witnesses in both the Toltec and Bowie proceedings, there is
a presumption of veracity. Finally, if financial compensation were to be erected as a barrier to
offering testimony in support of a given project or proposal, any applicant would be precluded from
offering the testimony of its owners, employees and/or retained consultants and experts.

Ultimately, the Siting Committee and the Commission, not a consultant or applicant, determine
environmental compatibility based on the evidence presented. Interveners and the Commission's
staff are free ro, and often do, present evidence to support their respective positions and attempt to
counter the evidence off project proponent and its witnesses. Moreover, the Siting Committee and
the Commission have at times disagreed with arid rejected the conclusions of an applicant's
witnesses in cases in the past.

Second, SWPG is unaware of any provisions in A.ILS. §40-360 et seq. which authorize the
Commission to require SWPG to submit the types of information you have requested of it in your
letter. However, as demonstrated in the preceding section of this letter, it has provided that
information within its control.
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q William A. Mundell, Chairman
April 18, 2002
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Third, SWPG has no authority to require that non-employee witnesses used by Toltec and Bowie
disclose "all [of their] financial interests," as requested in your letter. Similarly, it has no authority
to require that the employers and supervisors of those witnesses disclose "all [of their financial]
interests." Such information is private as to those individuals and organizations, and beyond the
control or possession of SWPG.

Fourth, and in view of the immediately preceding consideration, SWPG has interpreted the requests
for information set forth in the second paragraph of your letter to relate to ownership interests in
SWPG, Toltec and/or Bowie.

CONCLUSION

Needless to say, in view of the preceding discussion and the enclosed information, it is SWPG's
opinion that nothing has occurred or exists which would "implicate the proceedings" before the
Siting Committee and the Commission in Case Nos. 112, 113, or 1 is. In that regard, SWPG hopes
the foregoing and the enclosed appendices be responsive to your April 10,2002 letter.

Sincerely,

V l

Lawrence V. Robertson, Jr.

LVR:c1

cc: Commissioner Jim Irvin
Commissioner Marc Spitzer
Ernest Johnson
Laurie Woodhull
Docket Control

D:\WORK\LARRY\SouthwestcTn Power Group\Tolt¢¢: PP\mundcll4-I 8(fn|).llr.wpd
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$200,000,000

Capital Commitments to Purchase Interests

J

June 2001

IB*4' Np PARIBus
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SOUUIWESTERN pawl-:R GROU1>,.LLC
$200,000,000 . .

CAPITAL Cozvnmrvliznrs TO PURCHASE INTLRESTS - 4 .

no SounxwEs1EIxn Pots Gnour, LLC ..
> .

ConnnEm1AL PRIVATE PLACEMENT MEMORANDUM :

This Confidential Private Placement Memorandum (the "Manorandum") is being furnished
on a confidential basis solely tor the purpose of considering the investment described herein.-
The information contained in this MemoranduM- has been obtained `flrzom~ SouthWester ;
Power Group, LLC. (the "Company") and other SOurces identified herein. 'The estimates ad .
projections contained herein have been prepared by the Company's management in good .
faith and on a basis believed to be reasonable: such estimates and projections involve -
significant elements of subjective judgment and analysis and no representation or wammty
can be made as to their attainability. No representation or warranty, expressed or implied, is
made as to the accuracy or completeness of such information, and nothing contained in Mis
Memorandum is, or shall be relied upon as, a promise or representation as ro the past or the
Nature. BNP Paribas Corporation and BNP Paribas Securities Corporation ("BNPP") have
not independently veritial any of such information and does not assume any responsibility
for its accuracy or completeness. This Memorandum is submitted in connection with the
private placement of Interests as described herein (the "interests"), and may not be
reproduced or used, in whole or in part, for any other purpose.

June 200 I

4  B N P  P A R I B A S
, r

SlmhWnMI Wow:-r Group. LLC
her I
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3. Company Ownership & History

+

The Company was formed in June. 2000 and is owned by Marco Power Group, LLC
(°'Maroo"), Papago Power Development, LLC ("Papalgo"), and MMR Power' Group, LLC
("MMR Power"). Marco amid Papago ans, respectively, investment vehicles of Maurice
R.ichar¢L the Company's CEO, and Tom Wray, the Company's EVP. MMR Power is an
investment vehicle for a group of investors atfiliamed with die MMR Group.

TbeMMRGuuup is an induslnrialoollnnlnlor thatpnnvides instnnnenhlliun, deeurieal and
tecchnicalserviecs wlhcpzroeessamdpowainclunzstries. 'l1:|eii1nnn wasestabIisI|edin 1985,ie
based in Baton Rouge, Louisiana and has appuuuzinnalzly 1,200 eunplnyea. The MMRGwlp
'mclude§ .MMR Constructors Inc., MMR btemualtinnanl services, Inc., MMR 08341012
Services Inc., MMR Technical Services, Inc. and sevexil fowdgn of ice .a§lia1:es.

s, ._.-..,
. . l~

~< , .

MMR Colustnlctuls Bnc. applies anndinshlla gquipmaiz-and insuumemadon
and wommols °mNoMl'An1uica, and hasoMc5 inBamon R¢u"e=>.l4u&v=1= :m~dNew
Odans,Louisiana:mdAtlanta,Genar@m .-:

\

MMR International Services Inc. fund :dated aailiafns services as
MMR Cuuns=tructols o|41;idethc Um'ted SUI" i4vgniayof couIl¢l!BsinAsia.SouIII
1¢m;9licaand tb:MiddleEasL . - ' r - "

.
.

' \. < ...1. '

a

MMR Oifshnle Sclviccs, Inc. ad related afiilia!es'provide t¢¢hmiaal services to line
offshore oil and gas indumy in the Gulf of Mexico and other inhenlakiunal locations.

MMR Technical Scxvices Inc. is a cnotract suad'51ng.r¢soume that leases technical
personnel on a t==1=lp0fary or long term basis' to the pmccss ad power industries.

The MMR Group had total resumes of  appmxjmatcly S125 mil l ion in 2000. The MMR
Group is privately owned mud has ll shaxeholdcrs. MMR Guroup's lead bank is Banc Gne.

The Compo:nly's senior management team has a suecessiirl track rvecound of working together
on the developmait of power stations in its target region. MMR Power and PaLe»ago were
manners 'm SouthWester Polwer Group ("SVVPG l") which initiated the successful
development of an approximately 2,080 MW natural-gas lid power project in Maricopa
County, Arizona (the "Gila River Project"). The G11a River Project was sold to an affiliate
o f PandaEnergy InternationaL Inc. ("Pam dl") and is now owned jointly by Panda and an
ciliate of TECO Energy, Inc., the parent company of Tampa Electric Company. The

project is currently under construction and in the final stages of financing. Maurice Richard
was retained to assist in the Sade of the Gila River Project to Panda and became manager of
SWPG I.

MMR Power holds a majority interest in the Company and has tided dl of  its
apprmcimately $3.5 million of opezaljng and development expenditures m date. As part of

SanltIWclIun Ina Gump, LLC
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the Offering, MMR Power will be repaid its funding of the Company and receive warrants,
exercisable upon a Liquidity Event, equal to a 24.8% ownership of the Company on a tidy
diluted basis. (SeeAzraehmenr A - Summaryo/Phnpnised Tam br more information on the
Offering.) In addition IVHUIR Power will receive agreed upon success payments Hmm certain
of the Counpsmy's projects contingent upon those projects obtaining Iiruzlcncing and reaching
corrnnetciad operations. (See Section 9 - Financial Outlook for more inlbrmation on these
pay:ulua\t3_)

Based 'm Phoenix, Arizona, the Company is inertly composed of 9 professionals with
experience in dl&:rent aspects of power project development. Enamscilug and ownership. The
Company has 5 projects under active development, the most advanced of which is 'm the
permitting stage and scheduled for financing and commencement of construction in the first

; quarter of2002. .

I

i 1

I g |

I

SollhWulzm Point Gnus, LLC Page T
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List of Witnesses

Toltec Power Station (Case No. 112)

Tom Wray (SWPG) '
Paul Mooney (Fennemore Craig, P.C.)
David Barcus (BNP Paribas)
Jennifer Tripp (R.W. Beck)
Michael Siegel (EPG, Inc.)
Randall Palmer (EPG, (Inc.)
Martin Karpiscak (University of Arizona)
Scott Peters (EPG, Inc.)
E. Linwood Smith (EPG, Inc.)
Massoud Rezakhani (URS Corporation)
Kenneth Euge (Geological Consultants, Inc.)
Jason Spence (R.W. Beck)
Glenn Darlington (EPG, Inc.)
Ravi Murthy (URS Corporation)
George Beckwith (George Beckwith, P.C.)
Todd ringsmuth (URS Corporation)
J. Randolph Becker (R.W. Beck)

Toltec Transmission Line (Case No. 113)

Tom Wray (SWPG)
Randall Palmer (EPG, Inc.)
Glenn Darlington (EPG, Inc.)
Jennifer Tripp (R.W. Beck)

Bowie Power Station (Case No. 118)

Tom Wray (SWPG)
Jeffrey Schroeter (Ger ova Power Company, L.P. - formerly Genovations)
Kenneth Edge (Geological Consultants, Inc.)
Michael Siegel (EPG, Inc.)
Scott Peters ( EPG, Inc.)
Jennifer Tripp (R.W. Beck)
Jason Spence (R.W. Beck)
E. Linwood Smith (EPG, Inc.)
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And I appreciate the efforts of the app cant to lake
care of this matter on the Commlttee's behalf.

MR. RoBER1son: Ms Woodal, would you like
to have our witnesses swam at this lime?

CHMN. WOODALL: Yes, please.
MR. ROBERTSON: I'd ask the men hors of the

panel seated at the table and, n add lion, Mr. Euge
and Mr. Spence. who are seated in the audience_ to

stand and be svaom.
(The following were duly swam en masse by

the court reporter: Thomas Wray, Wchae Sere,
Jeffrey Schroeter, Scott Peters, Kenneth Euge, Jay
Spence )

CHMN. WOODALL: And l believe Committee
Member Smlth had a question.

MEMBER WAYNE SMITH' Mr. Robertson, maybe it
takes a lot to get things across to me. but this is
the third time we've had the privilege of you all
being before us. And I was wondering if you might
explain the nature of Southwest Power Partners. You
brought out that it's going to be under separate
ownership. And If it were Salt River project, WPS or
Tucson Elodric. you can understand who's going to do
the building. But l'm not sure I understand whether
Southwest Power Panzers are actually going to build.

(19)

ram
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1241
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Bowie Power Station.
it's very common for power development

companies, no matter who they are, to structure
indviduel power projects in limited liability
companies over which they control the operation. it
Is further very common for these individual limited
liability companies lo seek partners. what s normally
referred to in the industry as stmtegc partners, to
own a percentage of the L.L.C. as the power pant and
related laclities are constructed - financed and
constructed. That's really the way we do our
business.

we are under negotiations at this the in the
Totter matter regarding a strategic partner. Those
negotiators obvousy will be affected directly on
the outcome of the certification process on Toltec and
whether or not the conditions imposed by this
CommMee do not render the protect commercially
inleeslble. Thats e very bg step before a
partnership arrangement can be constructed and then
co-financed by the two partners.

Typlcally a strategy partner that we would
sea would be one that would bring substantlel
llnandng to the table, a substantial balance sheet to
the table, could probably have or very likely have
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because you also used the term nominee. s t
appropriate that you could explain this procedure?

MR. ROBERTSON: Fist of all, Mr. Smith, I
think it's mos! appropriate since it's a matter of
interest lo you. I believe now that he's under oath,
l think it would be appropriate to let Mr. Wray
provide that desorption for you. He is the manager
of Southwester Power Group and also has executive
responsibilities with regard to Bowie Power Station.
And if that's acrxptaole to you, VII let him explain
it because he can provide Firsthand insight into some
of the areas of interest. And I believe l used the
word assigns instead of nominee. That's the word that
appears in the application, and Mr. wray's comments
wit address that as we.

MEMBER WAYNE SMITH: Thank you very much.
MR WRAY' Good moving, Madam Charmin,

members al the Committee. Mr, Smith. thats a good
question, and ill try to be very direct.

Southwestern Power Group is a development
company, its based in Phoenix, that develops power
plants and associated transmission facilities in the
Wester U.S. primanlly. We have two project
developments that the Committee is aware of in
Arizona, Toltec Power Station and this proceeding, 12:»

Page St

combustor thrones, steam turbine generators, heat
recovery steam generators, large power transformers.
long lead~time in€rr\s in their ordered queue that would
be necessary to construct a facility.

So lt'x sort of a two-step part of the
construction site. Typlaally there's an engineer to
prowre or oonstnud orwhars known as an EPC
contract that is let by the owner or the L.LC. to
entities like Duke Fluor Daniels, Black a Verdi,

Brown a Root. There are a number of EPC contractors
that do that business. That's sort of the
installation side of the construction. Then tera's
also the equipment that is Installed by the EPC
contractor that s essentially ordered deedly by the
owners of the facility.

And all that adds up to the rather large
numbers that you reed about in the paper that we've
raked about In the Toltec proceeding as to what these
plants cost. its our intention to partner in our
projects, be it here in Arizona or in other states.

We have a project that we're pursuing in
Nevada, and we're dismissing a partnering arrangement
with a Californla entity on that project because they
have a particular interest in that market and where
that particular taclllty can inject power into

~l.
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111 think when Mr. Robertson brought out separate
m ownerships, it kind of rang my bell that it would be
Ni nice to get it on the record - it would be nice to
i n knowwho your partners would be eventually, but l
(St understand at this point n time it'a probably not
16) feasible.
Up MR. WRAY- Madam Charmin, Mr. Smith, many of
tai these companies that we°re negotiating with at this
tel time are publicly traded companies, and it would be

not unwise lot me to identify those individuals at this
all time until such the as we've conducted our
n21 anelgnments as to pannershp shares and financial
1111 responsibilities Inside that paMuehip. And from
:ii their side, although we have letters d intend on how
use we wont to sWim the arrangement should BMe be
(161 certify~ted and permitted or shout Toltec be
Tm wMhmited and fully pamRlm, those things just
not simply won't move beyond e letter of intent mg to a
lm drawing dwdopmmt agreement that sets forth the
izoi ownerships until the parmlttlng risk is suffldently
run reduced that a lender as well would be satisfied that
i221 the risk that still aye out there from the market or
an from some other Wndmint can be sufficiently
mi managed. So it's a stepping pro s.
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norther Calilomia.
The nature of limited liability companies,

which have become very common since Congress
authorized them ~- law firms typically are structured
as lmitad liability companies these days. medial
liras. Dentists will structure as L.L.C.s to provide
an additional level of liability protedon as they go
forth in thee business. So I would hope the
Committee wouldn't see an L.L.C. as a sort of shroud
to hide behind. re is very common business practice
In this country commercially,

But Southwester Power Group is simply a
holding company, if you will, that owns limited
liability companies, each of which has an ownership in
a power project in various locations. But our effort
n our staff and our company is primary specialized
n all the front-end work that would take a project up
Io Nnandoillty. in the case of Bowie. to be
specific, that process successfully ooncludlng,
successfully obtaining state permits

in the case at Bowie. the PSD pert is
jurisdicted by the Arizona Department or Environmerita
Oudity as is the Aqulfor Protect of Permit Those
are major permits that are as Important as the CEC
process. (25) In the case of a large company that you may
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But the CEC process being successfully

conducted triggers a lot of the commercial
arrangements the! structure partnerships with
strategic pertnena. Strategic partners are people
like Duke, Merit. Sempra Energy Resources, other
applicants that you've seen before in other power
plant proceedings. And if you go back and look at
some of those applications, you'II probably find that
their applications were structured in limited
liability companies. as well.

So we are also in the process might add of
raising a substantial amount of private equity on Wall
Street that was unfortunately interrupted by the
airline stint of 30 days ago today, but things are
sort of back on the tracks on that, and thats a
little over half a billion dollars for our share of
equity investments in these projects.

l hope that was somewhat responsive.
MEMBER WAYNE SMITH' Yes. l think generally,

as you know, we are used to having a Duke or - the
acta applicant. And I think we've - at least for
me, l've butt a sense of trust in what you and your
May have put together. And it's helpful to know who
the actual people are that's going to see it through.

And l've heard the term several times, and l

Pogo 12
m have dealt with, unless there going to use their own
121 baancs sheet to finance a project they. too, cannot
ill go to a bank and avenge constructor loan facts
141 until they have reduced the permitting risk to a level
lai thats manageable to the ender.
is: MEMBER WAYNE SMITH: I realize that. and I
m think the man thing was that you've probably heard
181 the implication that half of these applczticns
191 proheby won't go through. And I just think that

url you'va demonwated a great deal of quarry in what
ii 1) you do and believability. I think in trying to
nil balance the power loads, if half of them aren't there,
Mai then it makes it very difficult to understand the big
(14) picture.
use But anyway, thank you very much. You'va
us: answered my question.
m i MR. WRAY: Thank you, Mr. Smth.
u r l MEMBER TOBIN: Mr. Wray. did I understand you
url Io say that part of the activities of your group will
rzai be to get through the permitting process. particularly
mi with the Arizona Department of Environmental Quality?
1221 And I guess that's a nodding head.
(231 MR. WRAY: l'm sorry. Yes. think in the
120 case of Toltec - l know we're in a different vase
1251 here, but in the case of Toltec. the Aqulfer

.I.
ARIZONA REPORTING SERVICE, INC.
(802)2944944

www.az-rup¢rling.com Pogo 69 to Page 72



HpR'1u'di£1l4d 1 1 : 4.5 r-r<LJI' l 1 ' l u n L = : r < u-1H1J1* l  1  ax  I Y ' L • L, » 1 U . » . Du¢JQqoQqq r' n .LCV .L .v

¢

IsA

Bowie Power Station
Slung Commlttao

Volume I 10-11 -2001
Docket No. L-0UODOBB-01-011a xnAx(1w1 ll

\

I
l
l

m

(2)

(3)

a l

151

(6)

IT)

tan

(9)

1101

mm

112)

1LJ\

up )

1151

(15l

417)

I ' l l

119)

(20)

(21»

r2zl

(23)

( a l l

Page 75

MEMBER TOBIN: And when was that formed,

ballpark?
MR. WRAY: Probably 18 to 20 morphs ago.

MEMBER TOBIN: And so as l'm understanding

this. yours using this particular business.
organization scheme - l mean, it's a very common

scheme. very useful. and yoUr bringing a group of

foes together to take a project al a particular

p o n t ,  w h i c h  s  t h e  f r o n t e d  w o r k ,  a t  i n c h  p o i n t

you'll partner with your strategic partners. and the

project wt move on.

MR. WRAYI Thal is oonrecl.
MEMBER TOBIN° As far as Scuthwestem Power

Group ll. do you feel comfortable snarfing the names of

sort of the primary players in that group? I know Tom

wray must be one of them.
MR. WRAY: Thee are essentially two owners

of the company. There s Papsgo Power Development,
L.L.C.. which is my company, and lhcn there is an

LLC. railed MMR Power Group. o Louisiana L.LC., and
those are the two owners the company.

MEMBER TOBIN: You just keep L.L.C.ng your
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protealon Permit is obviously an important permit xo
that proceechng. Here In this casa, your department
jurisdids over both the air quality permit and the
aquifer permit. So those are two very important
permits n addition to the certificate.

MEMBER TOBIN: And is there a dtfaenoe
between the Southwester Power Group and the
Southwestern Power Group H, LLC.?

MR. WRAY~ There is a difference. and r
make that distinction for you. Southwestern Power
Group was formed about three years ago to develop what
became to be known as the Gila Rlver facility that was
certificated by mis Committee. Some of you were on
me Committee at that time. North of Gila Bend.
Arizona.

Southwestern Power Group sold the rights to
that project. We essentially had to control and
partial studies that have been done on the aquifer and
things of that nature. Sod the right to that project

lo Panda Energy, that proceeded with the development,
including the certification process before this

Committee. And has since - as l mentioned earlier,
this is typical - partnered with a utility out of
Florida known as Tampa Electric Company. So that
project now is owned by Panda Emery and TECO, as (251

way back on this deal.
Ms. Woodhull is probably in a good

position to give up all a lecture on Ilmited liability

\ .~..-_._
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Ur they're referred to in the industry. They've recently
zr mnduded their flnendng, and that project is under

[JI oanstrudion.
i n So even the larger companies that you're
(5) familiar wlfh will very often partner with a local
in developer or another company because some of these
m darts, some of the larger ones, the loan facilities
ill are very large, and the equity able can be as high as
ls W percent of the total prejecl met. Thats the men

um that the borrower has to Mme up with in order to have
Ru: the debt ladllw Mama with the bank. ltjust
m l depends on the condition of the mpilal markets at
ml that time and the cmdiMoMiness of the entities
re et that are seeking to borrow.
l a : MEMBER roam- So Southwester Power Group
us: was formed three years ago 10 do that. And then you
mi were going re tell me who Southwester Power Group it
l l ! !  was.
1191 MR. WRAY: What we did was we wound up
mazur Southwestern Power Group because of that initial
tzzr transaction on the sale to Pends Energy and then
i i mealed Southwestern Power Group it MM essentially
ta i the same folks Involved as members in that L. L.c. to

1211 develop additional sites, additional projects not only
1251 in Arizona but in other states,
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companies much batter than I can.
MEMBER TOBIN: If we kept peeling back the

onion, wood we find Rea! people with Rea! names on

these groups?
MR. WRAY: You can. unless they're

ncorporeted in Nevada or Delaware, in whim case
you'd probably have a lot dlftlculty ever getting

rrwough and gaining information.
MEMBER TOBIN: And would you feel comfortable

thing me some at the names al the people in Papago
Power Development Company and MMR?

MR. WRAY: l'l tell you, since I am the any
member in Papago, that l am the only member, l can't

spe.ak for MMR Power Group and wouldn't purport ro do

that

MEMBER TOBIN~ l appreciate your candor.
Thank you vary muds. This helps explain a lot of how

this application is set up in the lrrformatlon we've

aroady been given.
CHMN. WOODALL: And l now have a question as

a follow-up tO some at the comments of my fellow
Committee members. Lr the certificate s granted and

there are corrdltions imposed and Lr_ In the
unhoped-lor event. there is a failure to comply Mrh
some of these terms and oondlzlona, would it be your

.i
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expectation that if the Commission wished lo enforce
some of these conditions that they would be Abe to
enforce them against both the original applicant and
the assignee?

MR. WRAY: Absolutely. That's how I
understand the statute, that the obligation of the
satisfaction of the oonditlons run with the
oanificata

CHMN. WOODALL: BM to the extent that you
assign the oertltloate lo someone else, would l be
your position that Southwest Power no longer had any
responsibility In terms of ensuring that those
oondltions were complied with?

MR. WRAY: Uness Southwester Power Group
tell were sold. then the buyer would assume those
responsibilities.

Type »< lay the way these are structured, Madam
Chairman, just take Totter. for axampe. the strategic
partnerwe're negotiating with right now, we're not
going to create a new LL.C. They wit buy half the
member shares of Toltec Power Station for whatever the
percentage s, and then they wood assume the
responsibilities along with Southwestern Power Group.
Let's just use an example the new entity owned 50
percent of the member shares and Southwester Power
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Interest in the certificate tn someone else might not
in the Commission's view diminane your obligations to
ensure that there were compliance with some of the
conditions.

MR. WRAY: They don't represent a statement
at our - you can rest assured that the contracts'
underlying partner arrangement would obligate the
partner to that same obligation.

CHMN. WOODALL: Just so you have a sense that
in the unlikely and unhoped-lor event that there is no
compliance with the conditions. you can expect l wood
think Lr the Commission valve directions to the Legal
Division, that there word be a joint assault.

MR.WRAY: I understand.
CHMN. WOODALL: Thank you, sir.
Mr. smith.
MEMBER WAYNE SMITH: Mr, wray, may I put it

n a simpler way. not bing an attorney and all this
gal stuff. Does t imply that you'ro going to be on

the hook for this thing?
MR WRAY: I think that"e what the Charmin

is getting et. and l'm in complete agreement with her.
We're the applicant here.

CHMN. WOODALL: I just wanted to make sure
that he said that in a way so that he would be on the
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Group owns so percent.
MEMBER TOBIN: Mr. Wray, you talked about

Toltec. If there was any way we could talk about
Bowie, I would find that real helpful.

Irs a similar example If the
entity we're talidng with right now, entity we're
talking with on Bowie, would probably wan! to come in
ax a so percent ownership on the project. Ana the
Bowie Power Station would be the obliged.

CHMN. WOODALL: Obffgee. re sounds like a
Beetles song, doesn't Ir.

MR. WRAY' Bu! the responsibility to comply
width me condition would still rest with the Bowie
Power Station. LLC., and l would think the
enforceability word follow upstream in the ultimate
owners.

CHMN. WOODALL: Ah Mr. Smith ndceted, we've
been teaing wllh your lim as the appirznt and
there have been commitments that have been made that
have been ultimately memorialized in conditions, And
think it has been the position al the Corporation

Commission ax times that when they get accommodations
from en applicant, they perceive those accommodations
te be in the nature of contract. And so the fad that
Southwest Power Group ll may ultimately assign its

1291

¢2l)

(22)
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hook.
MEMBER WAYNE SMITH: On the hook forever and

ever?
MR. WRAY: it's like one of those product

guarantees for Ile. It's for the Ilse of the company
that sod you the product, So as long as l Iva.

MEMBER WAYNE SMITH: Its a lifetime
guarantee?

MR. WRAY: Yes.
MEMBER WAYNE SMITH' Yous made such I hit!!

reputation that we don't want to let you go
CHMN. WOODALL: I think Supervisor Smith had

s question.
MEMBER 8ANOlE SMITH: I think what you're

doing is much like zoning. You have a lot of
representatives, and our stipulators flow the
pnojed Isef. But also - and maybe this more goes
to our chairman. but we've mentioned many times that
we have an accumulation of plans and how we know
what's coming on and vWtat will not make it.

when we put the Nveyear stipulation or
whatever we put down, three years, that they have M
be coming opine, do they automat cally go away or do
we have to bring them back or does the Corporation
Commission bring them OadG leas just wanting to

.)
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